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On Dec. 9, the Banco de Mexico (central bank) reported consumer price inflation at 0.4% for
November, bringing the cumulative inflation rate to 7.2% for January-November. The low inflation
figure for November boosted the chances that the administration of President Carlos Salinas
de Gortari will meet its target of 7.7% inflation for January-December 1993. Salinas's success in
controlling inflation has met with general approval from the private sector. Nevertheless, the
extremely slow economic growth that has accompanied the low inflation rate has caused concern
among business leaders. For example, three of Mexico's largest private sector organizations in early
December issued reports or held press conferences warning of dire consequences if the economy
does not begin to grow at a faster rate. The three organizations were the National Confederation
of Industrial Chambers (Confederacion Nacional de Camaras Industriales, CONCAMIN), the
National Manufacturing Industry Chamber (Camara Nacional de la Industria de Transformacion,
CANACINTRA), and the Coordinating Council of Businesses (Consejo Coordinador Empresarial,
CCE). Under President Salinas's administration, the government has upheld strict monetary policies
to control inflation, such as enforcing a fairly stable rate of exchange and allowing the banks to
maintain particularly high interest rates. Despite the success in holding down inflation, however,
these policies have stunted economic growth this year. At the beginning of the year, the Salinas
administration had targeted a growth rate of 3%. The government later revised that projection to
1.1%. Some business leaders, such as CCE president German Carcoba, suggested that even this
modest growth rate now appears unattainable. According to Carcoba, a GDP increase of 3.3%
is needed for the October- December quarter to bring the annual rate to between 0.9% and 1%.
"The economic slowdown has not reached bottom in some industrial sectors," warned Fernando
Cortina Legarreta, president of CONCAMIN. Meantime, a CANACINTRA report pointed out that
this year's GDP growth will be the lowest since 1986. The report did not contain specific data, but
suggested that private investment levels and manufacturing output were extremely low during
the year, as were net profits and sales. According to Banco de Mexico statistics, the GDP for the
manufacturing sector declined by 1.5% in January-September, compared with an increase of 2.3%
for the first nine months of 1992. Manufacturing accounts for about 23% of Mexico's GDP. The
poor economic performance has become apparent this year in sectors that had been previously
considered "dynamic," such as construction. In addition, even Mexico's industrialized state of
Nuevo Leon which has led the country's economic growth in recent years did not fare well in
1993. According to statistics provided by the Nuevo Leon chapter of the Manufacturing Industry
Chamber (Camara de la Industria de la Transformacion, CAINTRA), a total of 1,500 plants have
shut down operations during the year. "Official statements in mid-1993 suggested that our economy
had reached bottom," said Nuevo Leon's CAINTRA president Guillermo Beltran. "This was not
evident by the end of the year." CANACINTRA and CONCAMIN agreed that the North American
Free Trade Agreement (NAFTA) will eventually bring beneficial changes to Mexico's economy,
but these will probably not be evident in 1994. Still, CANACINTRA pointed to some shortcomings
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in NAFTA such as a lack of incentives for companies to enter into social development projects
and uneven benefits for the country's different economic sectors. The CANACINTRA report
suggested that significant economic problems are expected to continue into 1994, including acute
unemployment and underemployment, uneven performance among the different sectors of the
economy, unbalanced development among the different regions of Mexico, restricted access to
financing for private business, a lack funds for infrastructure projects, and a high rate of debt
in the agriculture sector. The CCE's Carcoba projected GDP growth for 1994 at 3%, not even
enough to stimulate creation of the 1.5 million jobs needed to match expansion of the economically
active population. In any case, in 1994 the Salinas administration plans to maintain the same antiinflationary strategy as was used this year, limiting inflation through the new Economic Productivity
and Growth Pact (PECE) negotiated among government, business, agriculture and labor leaders in
early October (see SourceMex, 10/06/93). [Sources: Agence France-Presse, 12/07-09/93; La Jornada,
12/03/93, 12/11/93; Notimex, 12/10/93, 12/11/93; New York Times, 12/13/93]
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